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Dear Mr. Caton,

Enclosed for inclusion in the public record are two copies ofour
written ex parte presentation in the above proceeding.

Sincerely,

.-
encl.

Betty Jo Toccoli
President
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March 10, 1997

The Honorable Reed E. Hundt, Chairman
Federal Communications Commission
1919 M Street, N.W., Room 814
Washington, D.C. 20554

Re: In the Matter of the Federal-State Joint Board on Universal Service (CC
Docket No. 96-45) - Ex Parte Presentation.

Dear Chainnan Hundt:

I am writing to you on behalf of the 187,000 small businesses who are
members of the California Small Business Association (CSBA), the delegates to
the White House Conference on Small Business and numerous other small business
organizations throughout the country, In the next few weeks, the Federal
Communications Commission (FCC) and the Federal-State Joint Board of
Universal Service will be making some important decisions regarding rules to
ensure access to affordable telecommunications service in high cost areas.

As part of this process, in November, the Joint Board recommended that
universal service support for small businesses in high cost areas should be
restricted to businesses with only a single line. In so doing, the Joint Board's
Recommended Decision divided businesses into two categories: single line
businesses (smaller and therefore deserving of support) and all other businesses. It
reached this determination without hearing from small business and providing
virtually no explanation or analysis regarding what kinds ofbusinesses would be
adversely affected by this definition.

Several weeks ago, we met with members of the FCC staffand expressed
our concern about the lack of due process afforded small business and we were
invited to submit an alternative proposal. In response to this invitation, CSBA
fonnally requests that the FCC and Joint Board reject the single line definition of
small business and instead adopt a definition which is in keeping with
Congressional and U.S. Small Business Administration definitions ofwhat is a
small business. We also request that the FCC and Joint Board notify small
businesses ofthe substantial negative impact of the single line definition on their
businesses and afford small businesses a meaningful opportunity to participate in
the rulemaking process.

Restricting Universal Service Support to Single Line Businesses W"ul Have a
Substantial Negative Impact on Thousands ofSmall Businesses in Rural Areas.
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Restricting universal service support to single line businesses will fail to protect many
thousands of small businesses in rural areas who would be extremely vulnerable to significant rate
increases. Ifthe Joint Board's current recommendation is adopted, rural businesses will be faced
with the choice of drastically cutting back on the number ofbusiness lines affecting their ability to
compete, reducing the size of their workforce or relocating to lower cost areas.

Recently, CSBA commissioned The Resource Group (TRG) to conduct an independent
survey of750 small businesses in California regarding the number oflines they currently have and
the impact ofhigher telephone bills on their businesses. (A copy ofthe TRG study is enclosed.)
This study indicates that the typical small business pays for eight lines per month and terminating
universal service support would have a serious negative economic impact on these businesses.
This is particularly true for small businesses in less densely populated areas. (For example, if
monthly telephone costs increased by 50 percent, 59.1 percent ofthe small businesses in rural and
suburban areas said they would have to decrease their number oflines, 33.3 percent said it would
have a major negative effect on their business and 20 percent said that it would cause them to
reduce the size of their workforce.) Any ofthese outcomes would be devastating to rural
communities, many ofwhich have been struggling to expand, attract and retain small businesses in
their areas.

The FCC and Joint Board Should Adopt a Definition Which is Consistent with Definitions
Adopted by Congress and the Small Business Administration.

CSBA urges the FCC and Joint Board to reject the single-line definition ofsmall business
and adopt a more meaningful definition to determine which rural businesses should be included
under the universal service fund. We propose that in keeping with definitions adopted by
Congress and the U.S. Small Business Administration and to be consistent with other branches of
the federal government, the FCC use the number ofemployees and gross annual revenues to
define what is a small business.

Using these measures, we would urge that businesses in high cost areas with less than 100
employees and $10 million in gross annual revenues be eligible for universal service support for all
business lines. (The Small Business Administration informs us that this is in the lower range of
the definitions used by that agency, which in many cases go up to 500 employees. The
Telecommunications Act of 1996 for purposes ofthe Telecommunications Development Fund
defines an eligible small business as having $50 million or less in annual revenues. See 47 U.S.C.
Section 417(k)(l).) A 100 employee/$lOmillion definition would exclude the larger businesses
(e.g., General Motors, Intel, etc.) that are most often referenced as not needing universal service
support without harming smaller businesses in the process. The cost proxy model would ensure
that support is targeted to small businesses only in high cost areas.

In terms of implementation, small businesses should be required to certify under penalty of
perjury that they have less than 100 employees and $10 million in gross annual revenues before
they are eligible for universal service support. In California, this procedure has proven to be a
cost effective method for ensuring that customers meet the income requirements for lifeline
telephone service. In 1993, an independent study by the California Public Utilities Commission
(CPUC) confirmed that the rate of ineligibility was "quite low" concluding that "All in all, the
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study suggests that ULTS is doing quite a good job in serving eligible households and that few
ineligible households are included in the process." (A Study to Assess Customer Eligibility and
Recommend Outreach Activities/or Universal Lifeline Telephone Service, SRI International,
November 1993, ES-2.) Recently, the CPUC adopted a similar self-certification procedure for its
new California Teleconnect Fund which provides state universal service support to schools,
libraries and community based organizations providing health care, job training, job placement or
educational instruction services. (See Assigned Commissioner's Ruling in Rulemaking and
Investigation on the Commission's Own Motion into Universal Service and to Comply With the
Mandates of Assembly Bill 3643, R.95-01-020 and 1.95-01-021 dated February 5, 1997.) Based
on these models, we believe that self-certification will be cost effective and avoid the
administrative problems associated with the single line definition.

The FCC and Joint Board Have Failed to Provide Small Businesses With Notice and an
Opportunity to Be Heard on this Issue.

The single-line definition should be rejected for another important reason. Despite its
devastating economic impact on small businesses, the Joint Board's recommendation was
developed without affording small businesses notice and opportunity to be heard as required by
the Regulatory Flexibility Act. The Act states:

"Section 609. Procedures for gathering comments

(a) When any rule is promulgated which will have a significant economic
impact on a substantial number of small entities, the head ofthe agency
promulgating the rule or the official of the agency with statutory responsibility for
the promulgation ofthe rule shall assure that small entities have been given an
opportunity to participate in the rulemaking for the rule through the reasonable
use of techniques such as--

(1) the inclusion in an advanced notice ofproposed rulemaking, if
issued, of a statement that the proposed rule may have a significant
economic effect on a substantial number of small entities;

(2) the publication ofgeneral notice ofproposed rulemaking in
publications likely to be obtained by small entities;

(3) the direct notification of interested small entities;

(4) the conduct of open conferences or public hearings concerning the
rule of small entities including soliciting and receiving comments
over computer networks; and

(5) the adoption or modification of agency procedural rules to reduce
the cost or complexity ofparticipation in the rulemaking by small
entities."
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(15 U.S.C. Section 609(a).) To date, the Joint Board and FCC have taken no steps (much less
the measures outlined in the statute) to ensure that small businesses receive adequate notice and
opportunity to participate despite the fact that the single-definition would terminate universal
service support to thousands of small businesses in rural areas.

We urge the Joint Board and FCC to comply with the requirements of the Regulatory
Flexibility Act by taking the following actions:

1. Immediately notify small businesses that action by the Joint Board and FCC will have a
significant economic effect on a substantial number of small businesses. (To this end, the Joint
Board and FCC should work with the Small Business Administration to identify small
businesses and small business organizations that should be notified and notices should be
published in publications likely to be received by small businesses.)

2. Conduct public hearings concerning the impact of the single-line definition on small
businesses and to hear the views of small businesses on alternative definitions including the
one proposed above. These hearings should be held with sufficient notice and at locations
which will promote participation by small businesses and small business organizations.

3. Appoint a standing advisory panel to advise the Commission regarding the potential
impact of proposed rules and Joint Board recommendations on small businesses. This panel
should consist of representatives of the Small Business Administration's Office of Advocacy
and small business organizations and review all proposed rules implementing the
Telecommunications Act of 1996.

Small businesses are vital to this nation's economic and social well being. Small businesses
are the largest source ofnew job creation in the United States. The FCC and Joint Board should
not reverse the positive economic direction ofthis country by adopting a small business definition
which is contrary to all other widely-accepted definitions, will cause substantial economic harm to
thousands of small businesses in rural areas and was formulated without any notice to or
participation by the small business community.

In recent weeks, President Clinton has called on small businesses to "go the extra mile" in
offering job opportunities to people who have been on welfare. To enable small businesses to
meet this new challenge, we ask the FCC and Joint Board to adopt universal service rules which
will assist (not impair) small businesses in high cost areas. These rules should continue to
provide universal service support to all small businesses in high cost areas and for all lines used by
those businesses. To be competitive, small businesses in rural areas must have affordable access
to the full range ofvoice, fax and data communications which requires multiple lines.

For these reasons, we urge you to reject the single line definition, provide due process to
small businesses and adopt the definition proposed above which is in keeping with Congressional
and Small Business Administration definitions of small business. In so doing, you will help to
ensure that small businesses in rural areas have access to telecommunications and information
services "at rates that are reasonably comparable to rates charged for similar services in urban
areas" as required by the Telecommunications Act.



We would like to meet with you to discuss our proposal at your earliest convenience and
will be contacting your office for an appointment.

encl.

cc: William Caton, Commission Secretary
Jere .Glover, Office ofAdvocacy
James Talent, Chair, House Small Business Committee
Christopher Kit Bond, Chair, Senate Small Business Committee
John Lafalce, Ranking Minority Member, House Small Business Committee
John Kerry, Ranking Minority Member, Senate Small Business Committee
Bob Smith, Chair, House Agriculture Committee
Richard Lugar, Chair, Senate Agriculture, Nutrition, and Forestry Committee
Thomas Bliley Jr., Chair, House Commerce Committee
John McCain, Chair, Senate Commerce, Science and Transportation Committee
Senator Byron Dorgan, North Dakota
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California Small Busln••• Speaks Out:
The Economic Im_ of C..... In Callfomla'. Telecommunications 8yIatem

Introduction:

The Iand8cIpe of California telecommunication'. Indullry and poIidII II undergoing ching•.
Among the potential changee antIcipMed are the bWding. pricing. Ind delivery of business
teI.phone servicH. CI'aMgI8 In the structure, pricing, and delivery of bull.... telephone
servicee certainly are of Interest to each of the 1.1 million compenieIln California. Clewty, they
are of Inten.. interest to ClIIfornill'. amall bUllneuea.

Using the Department Of I.8berI definItIOn of a arnaU bu..... being one with 500 or les.
employees, nearty 97% of the Itate'l bull,... .. ImIIII bu...... Ullng the Small
Bulinesa Admlnisntlon'. definition of 360 or I... empIoyi", lOme 88% of Clllfoml8'S
bUll...... are amaIl. By any 1t8ndMi, al., the number d buIIneI••• In the atate, any
changM In bu8lneII telephone ItI'Vice packaging ot~ h... potMtI8I of Iml*ting
hundredSof~, of sm&l companies.

From another perapectlve, Callfcmla 18 one of the molt gIOII'IphIcaIIy dI\W'M .... In the
nation. GIven Ita mMl, 81ze and 1engIh, the ..... ,..". both urben and rul'8lllubutban
communltl.. and countlM. By even conI8I'V8tIve 811m...., belwreen 35-40CMa of the state',
companies are located in rut'81 areal and contribute to n.nI economies.

The caHfomia SI'NIU BUlIn... A8IocIatIon (CSBA) Ie commibd to oh8mploning the Intefwta of
small buIIn8888I In this ltate. Th~ cornmiIIIoMd this~ study to aak a random
sampling of the state" email bUll........ how they currentlY UI8d tM.8n... telephone eervice
and how changes In the pricing or peckeglng of butA.... tltephone HfVIcH might atfec:t their
eoonomfc llvelfhood.

CSSA oommluloned The ReIOUf'CI Group (TRG) to conduct the Independent study. TRG I, a
California atat8 oertJfted small~ daIa collection Met ,.•••n:h enIIrptIe. The comp&nY
routinely undertakea county and ... QO'I8fMW't-eponlDl8d ItUdIea. palla, and centUM8.
TRG created and conducted 8 pol among buIineu tel_phone ....... March 3-7, 1997 and
secured the viewa of 133 geographlcally/lndultry dIY8I'M buIIMI8 owners.

Methodology:

seven hundred and tfty ..."dom email~ In the ..... were aeked to participate In a poll
deecrting their bUlineu telephone IeI'VIcea. A 8-mlnule 8IJIf..adminIet Jnetrument was
cteIlted. Bull....... COlT'Pt'IaIng the swvey unIVerIe were dIrec*d an lnetrurnent by fax and by
matI. In order to prwpn thI. trst look at the dIIta. 133 comp'lIed poIfa returned by Noon,
March 7. 1097 wn Included In thII analylli. Reepon...continue to be reoeIY8d and 8 aecond
analyst. wlH be uncIertIken shortly. A OUI"8Ot'Y nwIew of hie addItIonaHy t8C8lved poll forms
IndiC8te~ neerty Identical to those reported In 1111 anelYIis.

The IAXVfff Inetrument aIIoMd owners to ..-Identify .. small buaInee8e8. Only those
lnatrumentl from self-1dentIfted emaD buIineuea were Inputted. Further, bu8Ineu owners were

f
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provided the opportunity to Inclcate If their bu........ were tocaf8d In un.n litH or
ruralllUburban 8It88. The tenn "N~· lite WM utIz8d in recognHIon that many
comp8nlel (wt Indlvlduala) lOCIt8d In rurll oornrntdIeI tend to IndIoaIe they reaIde In
sublJ'ban (or even urban) locatIonl If their bull... 18 IocIted -In "'.. In reality, thllr town Is
1'\11I1 and their location la rural. ThUI, to mitigate such f'Oler*I confullon, the Ifrul'll/auburnan
category was auted to more approprl8t8ly capture a rural-baled ~ne...

Finding.:

DfItrtoIIt'aphlca ofItupottdl"fl CaBfom/. ""."Sualn.....

Table 1: 'ercentage of Urban va. RuraVsuburban Reapondlntl

Just over one-In~three responding small bulll'le8lO8
IndfcIte they are nJraliauburb8n bI8ed. This minora the
coneervatlve projections of 35-40% of the state's
bUlin.... located In rural economlel.

Urblln-Iocated I'MpondIng compMIea 83.~

Rura~lUburbarHooated rapondlng oomPllnIN 37.0

I lMIIIIoa01......... J

U!tIIIl ...ea._

Table 2: Bualneu Clulterll Repr••nted

...............-===~.- " ,.' --.._----
0,,* aDANo «LIM IO.ft 1Il.0!'

Conllnlotlon

~

~

Whole.... TrIldI

Ret8IIT..

FlnlnClllnlUl'MCllRHl EItMt

.......8eNIoM

Non C1111111td1Other



~t with 011. 8bJdIea indiclltlng that the .... ameli bUIIn dUltlr around
profeMional aervlcea, retIIII trade, and~~ proteuIons, the
respondents to thl8 bualnea telephone uuge poll ......,t thole aectcn prinwly, with some
representation aCl'088 all of the atancIard indu8triel c1uatera.

TypIcal Conllguratlon and 7)fpea ofS,.n... TtlephOlM UnalService.

Table 3: Typlca' Number Of BU8ln.. Telllphone Lin. For....."S.........

Typloal NumMr Of
Bulin.. TlItphon. LInea

1 • 3 ttnel 10....
4-lln.. U.8
7 ·10 lin. 11.7
11 -16 lin.. 10.'
18 • 20 Un. 10.8
21 .30 lin.. 1.8
31 • 40 Un.. 3.8

411lnHormcn 4.6

Mellllan nUlltb«of",..: ..0

California's typical .-nail bu.lnea pays for light II... per month. Jult over 4-1n·10 8mall
bu8lnesses have 11 or more lines they use for buelneH purpoMI.

T8ble 4: Typlca. Configuratlonl1)PN of BUll.... T..~o".LIMlllarvlce

TypM~8nIMP Telephone U,. OrSe,.. I
Voklt
SoC.0'6

The typical smell business has 4 lines for voice 1IMceI, one line dedIc8ted for a fax, one line
dedtClted to a modem. one cellular/car telephone line, and ..most one full line for 800 seMce.



....... Number Of.......T.II"" LIneIIy l)pe

Gena wIcIftIlIdnglmuilpte purpoteI 4.0
800 or tall frH 1.0·
Fu 1~

Modernllntemetlon-llne terVloeI 1.0
CeIluIIrlhandhelcllQlf phon.. 1.0

• .."..... 1ItIn 1.0

Table 5: TYI» of T"hone lervlce for~ Im.1I Bu.ln.....

A email percentage Incbted Ihev .,. hom.... or It
IeMt operated an amce from their hamel. For thII cohoIt,
2~1n--3 utIIze • buItneA~ne line In their homes for
bullnetl tcUYltIH.

Ute reIIdentIaI lin.. fOr tMI.... PUrpole •.•",

UU bull,.. In.. for bUll"... pufl)OM 83.2

...Of~: .....
,.,II.:~ ..

RIIIIIlIIilllIInI(I)...

Table 8: "Informlltlon Highway" UtIHzMIon By callomla Ima" B.........



HaV81lCCe11 to lntemetlon-Ine ...... at buIIn8II*
U.. Intarnet 'Dr bUlinetlleads or Inform8tIon coIection
Hwe Web~ for buIin••
Have E..malI bu8ln.........

All
•••••••••

M.Mf.
89.8
33.3
71.8

UtfMn
••51M1
81.2

32.1
74.0

IVeII
~

71.7,.
73.11

37.0
eo.4

Interestingly, oyer 8-In·10 small busl........ report they have aCC81S to on-line .-viceI or the
Internet via an ISP or other provider. LooIdng at ecce. 8f1d UIIOI on an urben VI. nnt baaI.,
no reel differenoea emerge. Buslneu owners In both aeIIInga tend to recognize the importence
of this technology and Infonnation SOUrat.

What C.,1fom1a sm.n 8U81n....Now Spend on IIonfhIy Telephone s.vlc..

Table 1: Typical Current Monthly Telephone e.....of ImaH Iusln••••

AI,."......

LotMflon ofbllaI,....:

Urban-«U
RUl'lllftubur'bM-arM

7)pe ofIHl8lneu:

Con.trucfon
MMur.oturing
Tl'IfttPOl1atIonIU...
WhoIeI_ Trad.
R...aTrade
FNnceflnauraralRMI E.....

ProfeIlIonll SlrvtcII
Non CIIIIIfiedI()tIw

.-
• 400

MO

t1,_
400

400
800

300

276
sao
831

sa

$260

400

$2,150
800

300
850
200
100

2SO
460

Reeponding amaH bU8lnelaea were Uked to Indlc8t8 their typcaI monthly bill for 10Cll buliMIa
telephone aervlcea and for bU8ineIa long cIstInce 18t'Vicea. OveraH, the l)1)IcII arMllluI....
IpencIS $300 monthly for teIepI'Ione service8 and $300 monthly for long d1.tllnce services, for a
combined $800 per month.

There are substantial and sorne1Irnes signItlcent ditferenceI depending on the location of the
company ,ndthe type of ,mill buIIneII. For Illstanee urbIn-bIeed ImIII buIIn..... report
spencUng a medlan $400 for telephone 88t'YiOe while rural1lutMben companies Indlcate they
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epend • median '350 monthly. For tong eM... 18Moea. the trend....... UtWn..a.ed
comI*1le8 report apenclng a typICal $250 per month and~ small
bu8ineaelAY they spend -.00 In a typical month for long dlatance 8eI'Yk:e8.

There are 8Iao dift'8renoe among 'typel of &mil bull"... For 8XII11PIe, ameller conatruction
companies report~, monthly bib for telephone ..JVk:e of about .1....60 and long dlatance
billa totaling an average '2.150. FinanceJlnsuranceIrI8Il1tate compInl•• spend $275 on their
typical monthly telephone bill and $100 for monthly long diltlnoe 1eNioeI.

Clearly, there are different level. of telephone and long dlltanCe bllIl lnouned by C8Itfomta's
small busin8SS8s depending on their geographic location and the n8tUr& Of their buain....

EconomIc Impact of InC1'NN8 In C<* ofSU.n... Telephone s.t'vIce.

Small bu.l..... were askld to project the economic Impact on their oompenlel if their
monthly telephone 008t8 1nct8888d. They were _eel to indicate eny Impact on thelr livelihood.
number of telephone linea. or number of employMl due to apeclftc IncnNlMI In their monthly
telephone coati.

FIrat, small bUll,... were asked to Identify any economic Impact envisioned by a 25%
Increale in their telephone bill•.

Table 8: ImPICt If Monthly Busl.... Telephone COltS Inc...... _

All 1fUfIV........ UtNn SUbufban

1IItpttcf ...........of""""'""...
K8ap .... nu.....d .... 73.K 8O.~ 13.0~

IncreaM number rA InII
DIcrHte number of IInII - 27.0 18.4 37.0

AIetIIn numb8rOf"*dtorNIed: 2.0 2.0 2.0

,,.., on ......."""hood•..
MInin8llno eIfect 31.1'" 30.~ 33.3~

Modernly negmIve 18.0 58.8 67.8U..- negative effect 10.1 11." 8.1

"",..,Oft.1n 0'wot*""" ...
Mlnlm&'no err.ct 72.e" 78.3" 88....
Might cauII reduction 22.8 18.9 3.).2
WOUld cau.. reduction 4.7 e.8

Overall, 3~1n--4 small buIIneIIea WOUld keep the .... nllnber of IIMI they now have. One-ln
four Inclcated they would have to reduce the number of Rna for their bu.lI.... by • median 2
business telephone linea, MOlt report a perceived minimal to moderate negative fmpect.

•



N88rty all agree that a 25% Increeee would not· require them to reduce the size of their
workforce.

There 81'8 some cItrwwaI betwIen the vIewI of un- VI. l'II"IIIIsubur·baIed small
buIIneues. About 1.". of urb8n b.,... 1rdc118 thIt I 25" lncrllilin coeta would force
them to decI-.Ie the number of telephone II.,.. to their bull"... Some 37% of rural baled
companies reported that a 25%I~ would caUM them to reduce the number of tetephone
llnes to their place of bullneas.

Similarly, just under 17% of urban bMed bullMIIeIlIY. 25" 1ncreM8ln phone coate might
cauae them to conIider reducing their wor't<force. rNer~ of n.nl1IUbum..-bUed amaIf
bualne8888 report that sUCh Increases would eaute them to eonaider' wor1<foroe reduettons.

Table 9: ImPKt If Monthly Bustn..T_hone C... lnc...... _

All RInII.."'.... UtIJen SUbutbM

,,,,,,., CHI n"""'"01""""" .IIM •••

KMp NIne number d Hnu 40.5" 43.2't6 38.4.'"
lnaeaee number or... 1.7 4.5
Deere... number of IInH 67.8 56.8 69.1

"'n numbftroflnH~' 2.0 ~.O 2.0

Impeot on bIIMteN 1J:IeIIhoofI •••
Mfnlm8Vno elect 15.5" 13.2% 17.8'"
Modera1eIy negative 50.8 52.8 ~8.9

M.jor~ err.ct 33.' 33.8 33.3

1m".", on*. 01 ww,,.,.•...
Mlnlmlllno elect 53.6" 66.~ 52.S"
Might ClUe reduction 24.1 24.1 27.6
WOuld caLl" reduction 21.1 20.7 20.0

A 50% Increeae In telephone COItI ct.rty blgl,. to weigh on the mlndl of small bullneaa
ownera. Nearly 58~ of all buIIn.... Irdcal. We Inert••• would nec:.8It8te a lWduclion In
the number Of telephone IineI to their~. They report that an Increase of 50% would
10me them to reduoe their tefeC)hOne I8rvICe by • I.... 2 linea.

At the 50% IncreMe level, dIff8rencee be6ween fie· vi.. of um.n VI. rurlll-beled IIMII
buaI...... tend to be minimized. Small buIIn..... In both geogrephIc aetIInga CJlf*8lly
agree on approximately the same level of neptIYe Impacts and conaequenc&8 tMt would result
fIom 50% Increases to their typiCII monthly I8Iephone chargea.

Qne-lnaftve urban and on.ln..five rural small buIIneI... tndiCat8 .uch W1 IncrNM YImlId cause
them to ctdUCI their workfon::e In order to be able to meet the additional monthly telephone
COlts.
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Table 10: 'mpaet If Monthly BusI...l Telephone CoN Inc...... ,100%

All RInV........ uman SUbuItltn

ImfJIIOf on narn....".,.,...1Ittu...
teMp ..me numblr of Hnet 31.4" 35.8" 27.3"
Incnue number of lin.. 0.8 2.3
oecr..e number of line. 87.1 84." 70.S

MealIn numtJeroIlnu dectMud: 3.0 3.0 3.0

,,,,,,., on ..,,,... IlwIIIIrood•••

Mlnlmllllno effect I. IS.. 7.2lMl 11.1%
Moderately n8Qtdlve 21.7 21.0 28.8
Major neptIve .". 81.9 8:S.8 80.0

'mpaot on••0'wwIlfoIH •••
MInImaIIno Iffect .....~ ....I~ 42.W
MIght CIUM hIduatIon 20.4 22.4 11.0
Would cauae reduction 31.0 31.0 38.1

Perceived 1ncre8188 of 100" In their monIhIy t81ephone bh were conlider8d by small
bu8lneu owners to have the potentIII of mIjor neptIve ooneequencee to their OOInp8nlee.
Neer1y seven-in-tBn of all small bullneuea lUlVeyed 1ndlc8tl1UCh .... IncreaM deItnIteIy would
force them to decrwse the number of bualneM tIIephonIa II.- they h8Ve In aeMce. Some
64% of urban-bued bualneIIeI end 71% of ruraf..blled buIineII8I mllde thla ~nauon.
Each bull.,.. type reported they would h8Ye to reduce their terYIce by • median 3 bu8tneII
tetephone lin...

Nearly 92% of all bullneuealndlcate suchi~ would hIVe a moderate or major negative
impact on their business livelihood. Some tme. report the ImpICt would be major. On.In..fne
businesses state that such an il'lCr8lH deftnitely would force them to layoff It8ff In order to be
able to pay for the IncreII8d .... and ClOItI. Some 311M1 of LIfb8n.baIed email bu8ineeIea and
38% of nnl-'-ed small bull,.... report a 1000At increate would cal.. them to rwduce the
size of their wol1dorce. Another 2~ from each group Indicate that 8uch an mer.. 'mlght."
1e8d to workforce reductions.

Given the typlcel monthly tetephone billa of molt ImIII bulin•••••, a doubling of thole bills
would be viewed as a major negative event and one thlt would require severe operational
rnI8IUre8 on the part of 8mal' bullneI888.

Summary of1mpHta.

The folkMlng three t8b1eeIchatta sumnw1z8 the Impact 01 the varIou8 Incre... of monthly
telephone coati. The first table aummertzea the Impact on ttw number of r.Iephone lines. The
second tabletn the aequencl8 eummertzes the -economIC Impect" on bull..... according to
the amount of the IncreMe. And, the ftNII t8b1e aummarizes the potent181 Impact of Increases
on a &mall bUllneaa' workforce.

•



r.ble 11: Summary Economic Impact of Inc.........n
Monthly Telephone COlti on Number of BU8ln... Te'..phone Lines

Impact Of Inc,..... In T.lephone Co*w
On Num"" Of Telephone Lin..

By Petoentege Cost f"""I"

Keep .eme number of linea

o.~

IncrHM number Ofba 1.1..
0....

OeCtNM number of linea

0.0'16 5G.O'" 1OD.0'I6

~25~ Jncreue 'iiI.IncrM" i:J1~ incrHm

At all -increase- levels, there will be some perceived reduction in the number of business
telephone lines. At 50% and 100% increase levels, the majority of businesses Indicate they will
be forced to reduce the number of nnes by either two at three business telephone lines.

Table 12: Summary Economic Impact of Incre... in
Monthly Telephone Costa on BUlin... Livelihood

Impact or Inc...... In T.lephone COita On autln...
ByPti~ Co.tlncleUe

Mlnlmillno effect

Mod8l'lt8ly negltJvl

'1.'"
0,0'16 IIII.CN 100.1*

(i.2&1Mt InciIue .50~~increaee C:i,~ inc:rMi8)
'1 r

CSM Tfllephone U.. Poll



At all -Increase- level&, small businesses anticipate some moderate or even major negative
impact on their bUliness livelihood. The Impact Is envisioned by be severe at the 60% Increase
level and partlculariy dramatic at the 100% Increase level. At this level, nearly two-in-three
small businesses forecast major negative impaet8 to their bUSineaslivellhood.

Table 13: Summary Economic Impact of Inc...... In
Monthly Telephone Coats on Size or Workforce

Impact Of InCnt... ln T.I.phone Cats
On Slzi orWorkfo~

By~ COIl tnottaae

MlnImlVno effect

Might cause reduction

Would ClUII reduction

O.lM 5O.0Il' 10U.

(-25%~--6oi1ncruH r.J100i'1ncre11l)
$ I iU4.

Even at a 25% increase in monthly telephone costs, aome 27%, or one--in~four small
businesses indicate such might or would cause a reduction in their worktorce. A 60%
increase in monthly rates absolutefv would cause a workforce reduction tn one-in-f/ve
responding small businesses. A 100% Increase in monthly rates would cause over one-in
three small businesses (315%) to layoff workers in order to have sufficient funds to pay the
Increased costs of telephone service.

Overall, then, this study has identified the following:

• There are some differences in the rates paid and envisioned impacts of Increases In
the costs of telephone selVice by Urban-based and ruraUsuburban based small
businesses.

• Any inaease of 25% or more in monthly charges would be viewed as haVing some
negative impact on a business' liVelihood, the size of Ita workforce, or the number of
telephone lines it has.

• Increases of 100% or more In montttly charges would definitely result in small
businesses reducing their number of telephOne linea and, for 1-;n-3, reducing their
workforce in order to pay for such Increases.

elBA reMpItOM u•• Poll 10



With these findings 18 a baCkdrop, It seem, particularly Important that pending changes in
Catlfoml.·s telecommunication system consider the Impact of such changes on the state's
small businesses and the varying Impact of urban vs. ruralsmaH companies and employers.

Summary Chart of Impact
According To Size of Increase In Telephone Costs

All RuraV
BUlIn..... UrtJ.n Suburbfln

33.8% 33,8% 33.3%
21.8 20.7 20,0

2.0 2.0 2.0

81.8% 83.8% 80.0%
35.0 31.0 38.1

3.0 3.0 3.0

Impact of• Inc,...•• I" co.t•...
Major negltlve effect on bulln...
Would caUl. reduction In WCM1tforce

MedlIn number of line. c1fICtNHd:

Impact ofH2i InCI'M.' In CO*f;I •••

Major negative eft'Kt on bUlln...
Would cau•• reduction In workforce

fMdI8n number of In•• dtcr8.sed:

Impact of1!!2:i Inc,...•• In coati ..•
Major negative efflct on buliMIa
Would cau•• reduction In workforce

Median number of lines deCmtud:

CSBA rMphont U,. Poll

10.9%
4.1
2.0

11.4%
8.8

2.0

8.9%

2.0
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